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Current Trends 


For the third consecutive biweekly FNMA auction... the early-February sale of 
4-month commitments to purchase both Government-backed and conventional mortgages 
produced an increase in yields. The $213.6 million of Government-backed commitments 
brought an average yield of 8.519 percent. ..compared to 8.494 in the previous sale. For 
conventional mortgages...for $151.7 million of commitments...the yield was 8.848 
percent. .. up from the 8.830 level in January. 


The Census Bureau report on the near record-breaking level of new one-family house 
sales in December (see February 21 Newsletter)... showed that inventories of unsold homes 
also climbed to what could be troublesome levels in some areas. The overall inventory levels 
were the highest since June 1974. ..and in some areas of the country they were the highest 
ever recorded. The year-end figures were: Northeast, 54,000 in 1976...49,000 in 1975; 
North Central, 85,000 in 1975...90,000 in 1976; South, 167,000 in 1975... 196,000 in 
1976... West 81,000 in 1975... 100,000 in 1976. 

The year-end report of the FHLBB...showing the balance sheet data of all 
S&Ls. . . indicates significant increases in almost all items covered. Total assets of the 4,895 
associations operating at the end of 1976 were $392 billion. .. up from the $389 billion a 
year earlier. Mortgage loans outstanding rose to $323.4 billion from $319.6 in 1975. Savings 
also increased from $330.3 billion at the end of 1975 to $336.6 on December 31, 1976. 


As had been expected...the extremely severe weather in January (the Weather 
Bureau said it was the worst in the Northeast and Middle West in 177 years)...had an 
adverse effect on housing starts along with many other economic activities. Seasonally- 
adjusted privately-financed housing starts for the month came to 1.375 million units. .. down 
27 percent from the December 1976 level... but 9.2 percent above the January 1976 rate. 
New permits for housing issued during the month also recorded a decline from December 

.to 1.307 million units...down 13.7 percent... but followed the same trend as did 
starts... totaling 13.9 percent above January 1976. 


* 
HUD Promises Speedy Flood Insurance Action 


HUD has taken action...through its Federal Insurance Administration. ..to help 
communities that face the threat of early spring flooding. A temporary reprieve has been 
granted to communities which are required to take certain actions in order to retain their 
eligibility for coverage under the National Flood Insurance Program. The reprieve ‘stops the 
clock’ on the deadlines for local action required under the Program. Many of the 
communities now in the Program. ..and which are facing deadlines. .. have been paralyzed 
by snow and ice for as long as 6 weeks. 

The States affected by the temporary suspension of deadlines are Indiana, Kentucky, 
New York, Ohio, Pennsylvania, and West Virginia. Applications from communities in those 
States wishing to join the program will be processed by FIA in 3 days...and the ‘no 
suspension’ rule will apply to those already in the program to keep their program status 
without regard to deadlines. Once the emergency has ended... the suspension ‘clock’ will 
begin again unless the required local actions have been taken. 

Further details may be obtained from FIA in each HUD Regional Office (Boston, 
New York, Philadelphia, Atlanta, Chicago, Dallas, Seattle, San Francisco, Denver, Kansas 
City) or by calling toll-free 800-424-8872. 





Significant Decisions 


In Rental Housing Association of Greater Lynn, Inc. v. Hills, et al., U.S.C_A., Ist Cir., 
No. 76-1388, an organization of landlords in Lynn, Massachusetts, is challenging HUD’s 
approval of a Section 8 Substantial Rehabilitation application as inconsistent with the City of 
Lynn’s Housing Assistance Plan and with 24 C.F.R. 883.304(b) because there is a sufficient 
supply of existing low-income housing in Lynn. 


The Court of Appeals found that the organization’s allegations concerning the 
competitive harm that would follow approval of the project are sufficient to satisfy the 
“injury in fact” test. The Court stated that the Association is within the zone of interests 
sought to be protected by the statute since the legislative history shows an intent to 
authorize new construction or substantial rehabilitation only if there is no adequate supply 
of existing housing. The Circuit Court therefore concluded the case merited further hearing 
by the District Court. 


In Evans, et al. v. Hills, Town of Newcastle, et al., U.S.C.A., 2d Cir., Docket No. 
74-1793, the Supreme Court has declined to review the decision of the Second Circuit 


dismissing the complaint on behalf of low-income minority residents of Westchester County, 
New York. 


Appellants had alleged that HUD’s approval of a sewer grant and the Department of 
the Interior’s approval of a recreation grant to the Town of New Castle amounted to support 
of the Town’s primarily white, single-family housing pattern, in violation of the Federal 
Government’s affirmative duty to eliminate discrimination and encourage fair housing. The 
Second Circuit found that appellants lacked standing, in that they had failed to allege any 
concrete injury to themselves: they did not reside or seek to reside in the Town, they did 
not allege that either of the challenged projects would discriminate against them, and they 
made no claim that the Federal funds were diverted from any actual or proposed housing 
project which would have been of benefit to them. 


The California Supreme Court... in a 5-2 decision... ruled that a local ordinance 
passed by the San Francisco suburb of Livermore. .: prohibiting the construction of new 
housing until the necessary educational, sewage disposal, and water supply facilities are 
built. .. is constitutional. The Court said in Associated Home Builders of the Greater Eastby, 
Inc. v. City of Livermore... “‘that such laws are constitutional if they are reasonably related 
to the welfare of the region affected by the ordinance.” 


The ordinance was originally enacted in a 1972 referendum. A similar law passed by 
the City of Petaluma, California. .. limiting construction in that city to 500 new housing 
units a year. .. was also upheld in the courts. 


In its opinion. ..the Court recognized the growing conflict between the efforts of 
suburban communities to check disorderly developments with the concomitant problems of 


air and water pollution and inadequate public facilities. ..and the increasing public need for 
housing opportunities. 


* 
Bank ‘Lures’ Employees to Central City 


A Wall Street Journal story tells of the efforts by the Connecticut Bank and Trust 
Co. of Hartford to ‘lure’ its employees to purchase homes within the Hartford city limits. 


Under the program. .. the Bank offers its employees a mortgage interest discount of | 
percent if they buy within the city. $3 million has been set aside for the mortgages. Down 


payment loans of up to $5,000 are also available with mortgage limited to $40,000 in most 
cases. 


Currently. .. of the Bank’s 1,900 employees. . . fewer than 300 live in the city. Along 
with the financial inducement offered... the Bank also will ‘‘engage in activities to make 
presentations on the advantages of city living.” 





‘Turnkey’ Housing Encouraged 


In one of the first actions taken since she assumed office. . . Secretary Patricia Harris 
took steps to increase the number of subsidized housing units for low- and moderate-income 
housing. .. as HUD issued regulations covering new housing developments operated by Public 
Housing Authorities. The new rules call for smaller developments to be occupied by a 
cross-section of moderate- and low-income families...and appeared in the January 31 
Federal Register. 


The Secretary said the revised rules will carry out a Congressional mandate which 
calls for the “development of economically-viable housing and the creation of a healthy 
social environment.” 


The regulations... which became effective February 7...permit Public Housing 
Authorities (PHAs) to apply for some $120 million in HUD contract authority. .. which will 
be sufficient to finance about 33,000 additional housing units across the Nation. HUD 
intends to use the new program to help those communities where housing needs are not 
being met under other housing subsidy programs. 


This effort... together with other housing assistance involving deep subsidies. . . are 
being directed to the provisions of housing opportunities for those needy families and 
individuals who would otherwise be denied the opportunity to live in decent, safe, and 
sanitary housing. 


Because it generally is a faster and more efficient means of producing assisted 
housing... the new rules give priority to the ‘turnkey’ public housing production method 
... under which PHAs invite proposals from developers to meet specific housing needs. The 
Authorities contract to buy completed housing projects, when the developer turns over the 
key. 

Although PHAs will be expected to give particular attention to the needs of 
low-income families... the Department intends that housing developed under the new 
program will house an economic and social cross-section of moderate- and low-income 
families. The new regulations provide that HUD will pay operating subsidies only to those 
PHAs which can demonstrate that they still need the subsidies after making a good faith 
effort to achieve a balanced income occupancy mix in their projects. 


« 
Standard Documentation Proposal Published 


The use of uniform legal documents in condominium transactions has been proposed 
by HUD, the Veterans Administration, FNMA, and FHLMC. The proposals were the result of 
the agreement among members of a task force set up to determine a uniform policy of 
documentation in the purchase, insurance, or guarantee of condominium mortgages in which 
one or more of the four Agencies is involved. 


The task force was set up under a Congressional mandate ordering a condominium 
study, and completed by HUD in 1975...which pointed to the problems confronting 
consumers, builders, lenders, and others because of the lack of consistency in legal and 
underwriting policies among the four Agencies. 


The Statement of Proposed Policies Relating to Condominium Documentation was 
published in the January 25 Federal Register... and comments from the public invited. They 
should be addressed to the HUD Rules Docket Clerk, Washington, D.C. 20410. 


FYI te 


National Savings and Loan League... XVth Inter-American Savings and Loan Con- 
ference... Scottsdale, Arizona, March 22-26. Details: NSLL, 1101 15th St., N.W., 
Washington, D.C. 20005 (202/331-0270). 


Producers’ Council... Construction Marketing Workshop and Seminar... Arlington, 
Virginia, March 22-25. Details: PC, 1717 Massachusetts Ave., N.W., Washington, D.C. 20036 
(202/667-8727). 





From the States 


The Jilinois Legislature has passed a new law called the Tax Increment Financing 
Act... which gives cities in the State a new tool to finance urban development. Under the 
Law... cities can use the previous powers they had under the redevelopment statutes to 
declare a blighted neighborhood a conservation area. ..condemn the properties in it... pay 
fair market value to the owners...and then clear the existing property and sell or lease the 
land for private use. Now they have an additional financing method. The cities can issue 
bonds to cover the local cost of the program. ..and retire the bonds by using the increased 
tax revenues derived from the higher assessed values of the redeveloped property. 


The Montana Supreme Court has upheld the constitutionality of the /975 State 
Housing Act. Under the Law... some $75 million of low-interest mortgage money would be 
provided. The Court decision was in connection with an action brought by a Helena resident 
challenging the constitutionality of the law before it became operational. It went directly to 
the Supreme Court in order to permit a decision before the next session of the Legislature. 
The Law provides for special interest terms for low- and middle-income persons with incomes 
of $16,000 or less. It calls for the sale of tax-exempt State bonds to raise funds to subsidize 
interest payments to lending institutions and also permits the repurchase of mortgages of 
eligible homeowners. 


The Court found the Law constitutional on all seven points challenged by the 
plaintiff. The decision. ..in fact... contained some words of praise: “It is commendable that 
the Montana Legislature and the Housing Board chose the interest subsidy means to assist 
persons in attaining safe, sanitary, and healthful housing because it involves very little direct 
governmental interference with the individual’s choice of the type of housing he wishes to 
live in.” 

The challenge was based on the contention that the Act violated the State’s 
constitutional provision against the use of public funds for a nonpublic purpose. The Court 
stated that the determination of ‘public purpose’ is a legislative prerogative. 
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